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ee activity is establishing new high 
points as production for war expands, new 
facilities come into operation, and conversion of 
plants progresses. Output continues to rise in 
the heavy, durable goods industries, embracing 
the bulk of the war products. The large amount 
of coal mined reflects the accumulation of re- 
serves, as well as heavier consumption by indus- 
try and the utilities. Electrical energy pro- 
duced in June was at an all-time high. The 
present indications are that agricultural pro- 
duction this year will compare favorably with 
that of other recent years, but labor shortages 
may impede harvesting. 


Factory employment and payrolls continued 
to break earlier records. Despite this expansion 
and increased farm income, retail sales in terms 
of physical quantity probably are somewhat 
smaller than a year ago and in dollars are not 
materially larger. Adjustments of family 
budgets for prospective taxes, repayment of 
debt, and purchases of War Savings Bonds, 
together with scarcities in some lines of goods 
and the broader scope of regulations on con- 
sumer credit, apparently have been instrumen- 
tal in reducing consumer purchases. The ex- 
tension of price ceilings also has tended to re- 
duce buying in anticipation of rising prices. Re- 
tail inventories remain plentiful, except in a few 
lines. Purchases in the wholesale markets are 
reported to be generally conservative. Whole- 
sale commodity prices have been generally 
steady since the imposition of the General Maxi- 
mum Price Regulation in May. 


Manufacturing. The market for factory 
products in this district continues unusually ac- 
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tive, being sustained by large purchases of war 
materials. Sales of nondurable merchandise, 
including most textiles, have decreased some- 
what further. Shipments of goods against Gov- 
ernment orders are still expanding, but deliv- 
eries to the regular trade have declined from 
the high levels prevailing earlier in the year. 


Operations in war industries are expanding, 
while the spread of plant conversions is cur- 
tailing output in a growing number of nonessen- 
tial lines. Unfilled orders remain exceptionally 
heavy at metal working establishments; further 
declines, however, are reported at textile mills 
and in other nondurable lines. Stocks of fin- 
ished goods generally are still declining, ac- 
cording to latest reports. Supplies of many 
raw materials are increasingly tight. 


Employment in Pennsylvania factories in- 
creased 1 per cent in June to a new high of 
1,177,000 workers, and wage payments rose 
2 per cent to a record level approximating $40,- 
800,000 a week. In the two years of defense 
and war production the number employed in 
this state has expanded 33 per cent, the volume | 
of wage disbursements 87 per cent, and total 
employee hours worked 64 per cent. Prelimi- 
nary reports indicate that activity was well sus- 
tained during July. 


Earnings of factory workers in June in- 
creased to a new high average of $37.82 a 
week, or $4.66 more than a year earlier. Work- 
ing time averaged about the same as in May, 
but hourly earnings rose slightly further to 
nearly 90 cents, an increase of 9 cents in the 
past year and 17 cents since the beginning of 
the defense program in June 1940. 
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At Delaware factories, employment and pay- 
rolls increased 4 and 3 per cent respectively 
from May to June. In southern New Jersey 
the number employed increased 2 per cent and 
the volume of wage payments 7 per cent. 


The output of manufactured goods in this dis- 
trict increased somewhat further in June and 
was 16 per cent greater than a year earlier. 
Production of durable goods on a seasonally 
adjusted basis rose 3 per cent in the month to 
a level 41 per cent above 1941. Operations in 
nondurable lines were maintained at about the 
May rate, but were 6 per cent below June of 
last year. Productive activity in the first six 
months increased 47 per cent over a year ago 
in the heavy industries, as against a decline of 
about 1 per cent in the case of lighter products. 


Coal and other fuels. The market for fuels 
remains unusually active, as efforts are made to 
accumulate substantial reserves well in advance 
of requirements. The consumption of bitumin- 
ous coal by industries, railroads, and public 
utilities continues at exceptionally high levels. 
Requirements for coke and output of the fuel 
remain large, owing to the sustained high rate 
of operations in the iron and steel industry. 


The production of anthracite increased in 
June to an average of 197,400 tons a day, as 
against 193,700 in the preceding month. The 
output of mines in the first half of 1942 ap- 
proximated 29,500,000 tons, 10 per cent more 
than a year earlier, and the largest for the 
period since the early nineteen thirties. 


The production of Pennsylvania bituminous 
coal was well sustained in June for the fifth 
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successive month. Output through June, total- | 
ing 71,000,000 tons, compared with less than | 
58,000,000 in the first six months of 1941. 


Building. Construction in the district con- 
tinues active with the need for increased war 
production facilities and defense housing. Cur- 
tailed operations in the private residential field 
resulting from drastic restrictions on the use of 
certain materials are being more than offset by 
large-scale operations on essential projects. 


Contract awards expanded 66 per cent in } 
June to nearly $39,500,000, and were 3 per cent 
above the unusually high level reached a year 
earlier. With one exception, they were the 
largest for any month in the past twelve years. 
The increase from May was due principally to 
a very sharp rise in the value of contracts let 
for industrial structures, although awards for 
all classes of construction other than commer- 
cial buildings and unclassified projects showed 
gains in the month. Increases over June 1941 
also were general, but aggregate expansion was 
held to small proportions by a decline of nearly } 
one-half in contracts for dwellings. 


The value of building contracts awarded in 
the first half of 1942 approximated $178,000,- 
000, an increase of 27 per cent over a year ago 
and the largest amount for the period since 
1930. The sharpest expansion was in the case 
of factories and public works and utilities. 


Agriculture. Growing conditions in this dis- 
trict have improved considerably since early 
July, when insufficient supplies of moisture ap- 
peared to threaten the normal development of 
many crops. Seasonal farming operations gen- 
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erally are progressing satisfactorily, but short- 
ages of labor in the vicinity of industrial centers 
are of increasing concern to farmers. 


The output of leading field crops in this dis- 
trict will be somewhat larger this year than 
last, according to official estimates based on 
conditions as of July 1. Indicated yields of 
orchard fruits generally compare favorably 
with 1941 and other recent years. 


Prices of farm products have fluctuated nar- 
rowly in the past several weeks near the highest 
levels in over a decade. Farm cash income 
in Pennsylvania, New Jersey, and Delaware, 
totaling $214,000,000 in the five months ended 
May, was 30 per cent greater than in the 1941 
period, and the largest in many years. 


Trade. Consumer purchasing power con- 
tinues to increase. But anticipatory buying 
has declined from the high levels prevailing 
earlier in the year, and restrictions on instal- 
ment credit have tended to reduce the volume 
of time purchases. Quietness in retail lines is 
reflected in conservative purchases at whole- 
sale; but the volume of primary distribution by 
rail and motor trucks remains exceptionally 
large, owing to the heavy movement of raw ma- 
terials and manufactured goods in connection 
with the war program. 


Dollar sales by department, women’s apparel, 
and shoe stores declined more than they usually 
do from May to June, and at men’s apparel 
stores the increase was much less than was to 
be expected. The only substantial gain over June 
1941 was reported by shoe stores. Cash sales 
by furniture stores increased over a year ago, 
but there was a more than compensating decline 
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in those made on an instalment basis. In the first 
six months, sales in all reporting lines were 
larger than a year ago. Inventories remained 
sharply larger than a year ago in all lines. Out- 
standing commitments for merchandise by de- 
partment stores declined in June for the third 
successive month and were somewhat smaller 
than last year. 


Wholesale trade sales decreased considerably 
further in June to a level somewhat below 1941. 
Declines in the month occurred in all lines ex- 
cept drugs, the sharpest being reported by dis- 
tributors of shoes. In the first half of 1942 
sales of electrical supplies were smaller than a 
year earlier, while in other lines increases 
ranged up to 65 per cent in the case of paper. 
Stocks declined in June but were 11 per cent 
larger than a year ago. 


Rail freight shipments in this section were 
well sustained from May to June, but the num- 
ber of cars handled by the carriers was some- 
what less than a year earlier, owing to the 
present requirement covering minimum load- 
ings of less than carload lots. The total number 
of cars loaded in the first half of 1942 was 
about 6 per cent greater than a year ago, the 
largest gains being reported in the movement 
of coal, coke, and ore. 


Banking conditions. The fiscal requirements 
of the war program have been reflected during 
the past month in larger offerings of Treasury 
securities, increased holdings by banks, and an 
active turnover of funds. Late in June settle- 
ment was made on allotments of certificates of 
indebtedness, and in the middle of July cash 
payments of $60 million were made in this dis- 
trict on the new 2 per cent bonds of 1949-51. 
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Subscriptions to this issue totaled $199 million, 
and allotments were $108 million. The Treas- 
ury also has been receiving substantial amounts 
from the sale of bills, tax savings notes, and 
War Savings Bonds. 


Banks are showing increasing interest in the 
weekly offerings of Treasury bills, which enable 
them to put surplus funds to work, while main- 
taining liquidity. From 4 early in May, the 
number of banks submitting bids increased to 
61 on the issue dated July 29, and the amount 
of the bids from $2 million to $25 million. The 
Federal Reserve Bank’s offer to take over Treas- 
ury bills on a discount basis at the rate of % 
per cent per annum remains in effect. 


Sales of War Savings Bonds by issuing agents 
in this district other than postoffices increased 
to about $50 million maturity value in the four 
weeks ended July 22 from $38 million in the 
preceding period. There was some increase in 
the case of Series E, but the gain was largest in 
Series G. This was due in part to an increase 
from $50,000 to $100,000 in the amount of 
Series F and G bonds which may be bought by 
a purchaser in any one year. 


The reserve position of member banks in 
recent months has held at levels averaging 
about 50 per cent above requirements. Over 
the past four weeks reserves increased slightly. 
Treasury receipts from security placements and 
taxes were considerably larger than the con- 
tinued heavy disbursements on war activities 
in this industrially important district, and the 
volume of money in circulation advanced stead- 
ily. But large amounts were gained in trans- 
actions with other Federal Reserve districts. 
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The participation of the Reserve Bank in the | 
System Open Market Account advanced to a | 
high point,'reflecting System purchases of Gov- | 
ernments which provided funds to banks in | 
temporary need of additional reserves, and at 
the same time contributed to market stability. 
In this district member bank borrowing is very 
low, and recently there has been no material 
change in industrial advances. 


Outstanding credit of all member banks 
reached an all-time high of nearly $2.8 billion 
on June 30, according to preliminary tabula- 
tions from the call reports. Loans have been 
declining since early last fall, but holdings of 
Treasury securities have increased sharply at 
banks in Philadelphia and at the country banks. 
In the past three years, corresponding roughly 
to the war period, the investment in Govern- 
ments has expanded by well over $400 million 
or about 58 per cent and loans by 15 per cent, 
while holdings of other securities have con- 
tinued to decline as investments in corporate 
obligations were reduced. 


Figures for the banks which report weekly 
showed earning assets totaling $1% billion on 
July 22. Increased holdings of Treasury bills, 
certificates, and bonds contributed to an expan- 
sion of $91 million in the portfolio of Govern- 
ment securities over the past four weeks. Loans 
continued to fall off. Commercial advances 
are now at the lowest point since the spring of 
1941, and the unclassified loans are the smallest 
in more than two years, reflecting primarily 
shrinkage in the volume of consumer instalment 
credit outstanding. 


Bank Credit for War Production 


REGULATION V 


Under authority of Executive Order 9112 
issued March 26 of this year, the War Depart- 
ment, the Navy Department, and the United 
States Maritime Commission were empowered 
to guarantee loans made by financing institu- 
tions for war production. In accordance with 
this program, the Board of Governors of the 
Federal Reserve System issued Regulation V 
under the terms of which the Federal Reserve 
Banks, acting as fiscal agents for the United 
States, provide facilities throughout the coun- 
try so that these guarantees can‘*be available to 
all banks and for all war plants in need of ad- 
ditional credit. 


The broad purpose of Regulation V is to pro- 
mote war production. No matter how great 
our resources of labor, materials, and industrial 
plant, working capital is still needed to get 
these agents of production together and func- 
tioning effectively to produce the implements 
of war. Plants converting their facilities to 
war production have particularly needed addi- 
tional working capital—many of them are pro- 
ducing war materials in a volume ten to fifty 
times greater than their peace-time production 
peaks. This means more money to buy mate- 
rials and to pay wages and other costs. Bottle- 
necks existed in the output of essential war 
equipment, particularly among small plants 
equipped to produce in substantial volume but 
unable to finance such increased activity. 


Banks were not justified in lending deposi- 
tors’ funds indiscriminately when the financial 
positions of the prospective borrowers were not 
strong enough to support such credit. A com- 
pany which could meet normal credit standards 
for a loan of $50,000, for example, could prob- 
ably not meet the requirements for a $1,000,- 
000 loan. The aim of Regulation V is to elim- 
inate this difficulty, this bottleneck in our war 
production line. Waste and unwise borrowing 
are not encouraged, but a program which is this 
large and the success of which is vital to our 
lives and our institutions cannot be held back 
by meeting war-time needs on a peace-time 
basis. The criterion of war loans is not merely 
the amount of protection for the funds to be bor- 


rowed, but rather the effectiveness of their use 
—how much can the borrower produce. 

Any concern which is engaged or which is 
about to engage in vital war production either 
on a prime or a subcontracting basis can, if it 
measures up to production standards, get funds 
from local banks or groups of banks. If its 
needs are so abnormal that a bank cannot rea- 
sonably meet them, the bank can apply to. the 
Federal Reserve Bank for the guarantee of the 
loan. In this application appropriate informa- 
tion is submitted as to the record and standing 
of the borrower, including balance sheets and 
income statements, and evidence of his reputa- 
tion and ability, together with basic information 
with respect to his war work and his need for 
funds. ‘The Federal Reserve Bank then inves- 
tigates the circumstances and makes a recom- 
mendation to the appropriate Government de- 
partment. A maximum interest rate of five per 
cent may be charged on these war loans with 
the return to the lender being reduced by the 
charge for the guarantee—or the Government’s 
commitment to buy a loan. 


In this program speed is essential. Every 
application receives direct and immediate atten- 
tion; application and guarantee forms are sim- 
ple. Operations are decentralized through the 
twelve Reserve Banks and the twenty-four 
branches. A financial bottleneck is removed, 
and industries with inadequate sources of funds 
are encouraged to participate in the war effort. 


From the standpoint of banks, this program 
enables lenders to participate further in the war 
program. It provides a source of additional 
income to offset the declines which have oc- 
curred in commercial and consumer borrowing 
as a result of the diversion of labor, materials, 
and plants to war production. The program 
offers a large measure of safety to lending insti- 
tutions when uncertainties are piling up in nor- 
mal earning channels. 


War loans to industry under Regulation V 
constitute an important link in the broad and 
vital credit policy of the nation. 
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Ma | Ves mat index] May] June jindex| May| June 
age |’ago [1041 parr 1942 | 1941 1942 | 1941 
ENERAL INDEX....... 133 0 {+ 2] 269 |}+ 2 17 
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OWES occ k a caries — 6] -15]/ 45 Beas PODALO Sas: sinsivisvaie voor create ah ote 102 | 112 | 109 | —8] — 6] +22 | 118 | 107 | 125 
STOR ook dials Garcia te ui 8h eS | k6S MDG he sais sG Wee Gh Gece vee Oe RRA USI EL 122 | 134r] 104 | — 9 | +17 | +26 | 145 | 1741} 124 
Inventories Credit Petite er era Ru tau ch ee 113p} 114 | 136 | — 1] —17 6 || 104p} 120 | 124 
Total of all lines.......... — 2] +11]..... 
SER ee a ee — 1] 412]..... 
TEV ROOK. 5 occas ca ccs +2] +44 ]..... 
Electrical supplies....... +4] —3]..... Inventories Pave 
Oceriee oe chee cn 6 5 Department stores—District........... 188p| 178 | 111 | + 5] +69]...... 175p}| 179 | 104 
BIAPWOLG © Cass SoSe.ck eos. Senulmeth te... Philadelphia. ...... 188 | 178 | 106 | +5] +77]...... 175 | 178 | 99 
1 Te le See a ei hee ea Women’s apparel......... 0.00000 eee 180 | 159r} 105 | +13 | +71 ]...... 147 | 154 88 
ae ea ea ie BUGS one Kee COM nee 1276 | LUSH LOL |e ttt eee |e 122 | 125 | 97 
So US De aS Credits a. ova cemanadinesl ee naneteseas 252p| 236 | 143 | + 7 | +75 |...... 229p| 227 | 131 
urce: U.S. partment of Commerce. 
FREIGHT-CAR LOADINGS 
June | Percent change from Total ieee peso c ieee erect 140 | 142 | 149 | - 1] - 6 + 6 | 143 | 147 151 
‘ erchandise and miscellaneous......... 127 8 - -9 2 
sLaapas — — phy as Merchandise—Lc.l...............200.. 80 | 81| 109 | — 2] -27| —9] 80] 83] l1o 
oe ee Be eel ened es Beal events etn ove, Sraus oteaiote ceteris ates ie nef 170 oae +88 iS Ley a 
Basi iti sa Pe Ree eatin Poe ieven tai esha Oem a ere - 
“eros es Be o| +141 +66 COkAMete. 6 Adhniits. cyektaris 205 | 200 | 197 | +3 +4] +11 | 193 | 200 | 185 
olesale Forest product's. (20 asias etre auaurecots ate 130 | 137 | 130) —5 0} + 8] 140 | 144 | 140 
926 = 100) (-% S.2:. 99 O | GIsH 31 Grain‘and ‘products?....2 oo) oscars sete 119 | 118 | 130 | +1] —8] + 4] 100 | 105 | 109 
Masae eo, 104 o| +271 +71 Liventookst.ts4 11%. 5 Coan glaeee 114] 120| 100] —5 | +15] +6] 98 | 104| 86 
tn eee ae 99 oj}; +19 | +48 
a ees eee 96 0; +8] +19 
1 MISCELLANEOUS 
*Gs88 15551 a8), SiG oO 47) | 413 af Came gpa ; Ro PGi OIE TOS ONE NO 76 | 71] 10l| +7] —24 0 79 76 | 105 
otels—(1934 = 
=a EE ei lie ia Odenpaney, <u ALO Y eRad sie, ep eee o*| + 8*| + 9*| 122 | 122 | 114 
Clothia Tacoma; total Nex. Nias ka she Fahy nes «feed aes — 3*| +184 +11*] 127 | 131 | 107 
G ot y 126 o| +22] +27 Busines liquidations 
a Ee pad Bee Sg ee usher ccc Cet ie EONS 2 eae | eres o*| —16* —30*| 69] 69} 92 
Housefurnishings..| 122 o| +16 | +21 Nereek OF Haboilitios (05 sistas. iol eie euatare estos |ltnis. oe) oleic | opeveraie +33*; —50*| —61*/ 30] 23} 61 
= Be Se ae } 111 oe) 8 | 210 Check ‘payments)5.)6).4)s/ aire aie Neen 139 | 142 | 148 | — 2] —6! +7] 1441] 140} 154 
Source; U. S. Bureau of Labor Statistics. *Computed from unadjusted data p—Preliminary r—Revised 
BANKING STATISTICS 
MEMBER BANK RESERVES AND RELATED FACTORS 
Fe Changes in— . Sat Changes 
peperting Ssember nd Pear oe Philadelphia ina arg “eee District eal eee = ae panded in four 
(000,000’s omitted) Tego! | wooks | yoer te. ia ee Conm ah doliara) is Pe 2 er ee ee eee 
Sources of funds: 
C , Assets Reserve Bank credit extended in district... .. +138.1] — 2.2] +1.1] —4.2] + 7.8 
ommercial loans......... $ 279 —$ 7 |-$ 17 Commercial transfers (chiefly interdistrict) ... ..| +26.6 | +17.8 |} +15.1] + 6.4] +65.9 
- cna eg ont lc gel sees ve re z a § Treasury operations..........se0seeeeseeesseeesers —47.3'| + 9.2°| —40.7) +21°8 || —5720 
“pi —_ s to carry secur... at = 1 € 3 otal emer eke hak Saar eae to eee eae = 7,6) 24.6 | 24.5) e400 felony 
GGUS 40 BARKS pice 5g a.ee'e aves «a eye He atartine Uses of funds: 
Other loans............... GO ermal — ae LO Currency demand........-.2seeeceeeees + 2.3] + 0.5] +14.9 
peer Bost cepa Son aie: —25.2 | +23.5]} + 1.9 
“Other deposits” at Reserve Bank... —1.5] + 0.0} + 0.3 
Total loans PAS oe ica i $ 516 | —$17 -—$ 36 Other Federal Reserve accounts...... = O12 =0"0 Ove 
ECHR he sso asnlatata cha Bias ait cotelcenie rps tunr sianeys asia Oa e Sia sells —24.5 24. 
Government securities. .... $ ‘ +$91 | +8260 2 +24.0 | +16.7 
Obligations fully guar’teed..| 63 |...... 2 
Other securities........... 280 —- 6]- ll 
Total investments,....... $ 988 |+$85 |+$220 = = 
Member bank Ratio Federal Reserve Changes in— 
reserves Re- Ex- of Bank of Phila. July 
Total loans & investments. |$1504 |+$68 | +$184 (Daily averages: Held | quired} cess | excess (Dollar figures in ae Four One 
dollar ienree in to Alpe millions 9 weeks year 
Reserve with F. R. Bank. . 491}/— 2|/— 12 millions quir a a oo 
Oranls 13 VAUD co 0.066.008 2,5}/— 2|+ 1 —__|—_|_|__ Bills discounted...|$. 0.4 |—-$ 0.4 |+$ 0.3 
Balances with other banks..| 121 * * Phila. banks Bills bought...... 0 0 0 
Other assets—net.......... it jee ee - il 1941: July 1-15.,..}$489.1/$243.1/$246.0) 101% Industrial advances 5.4 |/+ 0.2 |+ 1.9 
1942: June 1-15....| 481.7} 312.0) 169.7] 54” U. S. securities....}| 223.1 |+ 17.8 {+ 51.3 . 
Liabilities June 16-30....| 473.0} 311.6} 161.4) 52”’ aa 
Demand deposits, adjusted .|$1386 |+$13 | +$234 July 1-15....} 473.8 Wotalives sade $228.9 |+$17.6 |+$53.5 
Time deposits............. DGS: bovtaryw — 92 Note circulation...| 679.6 |+ 16.6 |+210.2 
U. S. Government deposits. 44 }/+ 36|}+ 27 Country banks Member bk. deposits 689.8 .J/+ 1.9 |+ 1.0 
Interbank deposits......... 378 * 1941: Juiy 1-15..,./$203.6/$108.7/$ 94.9] 87” U.S.general account) 24.2 {/+ 19.3 |— 45.0 
PIONTOWEIEB.S sacs sinine cr tended avis s Se 2 Testa. 1942: June 1-15....} 210.2} 145.9] 64.3] 44”’ Foreign deposits. 64.9 |— 8.0 |— 48.1 
Other liabilities........... 4)]—- 2i-—- 2 June 16-30....} 210.5) 146.1] 64.4) 44” Other copes: OD | -s 0.3) = 9S 
Capital account........... DUS ie ol. Pactacic« July 1-15....} 216.0 Total reserves. ‘h1263" 6 |+ 4.1 |+ 52.8 
Reserve ratio. .... 86.0%|— 1.6%1\— 3.0% 


*Reciprocal bank balances now reported net. 


Distribution and Prices 


National Summary of Business Conditions 


INDUSTRIAL PRODUCTION 


Federal Reserve monthly index of physical 

volume of predmcuon, adjusted for seasonal 

variation, 1935-39 average—100. Latest figures 
shown are for June, 1942. 


COST OF LIVING 


1936 1937 1938 1939 1940 1941 1942 


Bureau of Labor Statistics’ indexes, 1935-39 
average—100. Fifteenth of month figures. 
Last month in each calendar quarter through 
September, 1940, monthly thereafter. Latest 
figures shown are for June, 1942. 


MEMBER BANKS IN IO] LEADING CITIES 


1936 1937 1940 1941 1942 


Wednesday figures. Commercial loans, which 
include industrial and agricultural loans, 
represent prior to May 19, 1937 so-called 
“Other loans’? as then reported. Latest 
figures shown are for July 15, 1942. 


EXCESS RESERVES OF MEMBER BANKS 


BILLIONS OF DOLLARS 
| 8 


MEMBER BANKS: 


SILLIONS OF COLLARS: 
8 


0 ZZ as 


1936 1937 


Wednesday figures, partly estimated. Latest 
figures shown are for July 15, 1942, 
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Industrial activity continued to advance during June and the first half of 
July. Volume of goods distributed to consumers continued substantially below 
a year ago and commodity prices generally showed little change. 


Production. Industrial\ output increased further in June and the Board’s sea- 
sonally adjusted index rose from 174 to 177 per cent of the 1935-39 average. 
Production in the machinery, transportation equipment, and other armament 
industries continued to advance, reflecting further progress toward meeting the 
requirements of the war production program. Steel production declined some- 
what in June but increased to earlier high levels in the first three weeks of July. 
Lumber production increased seasonally in June, while in the furniture industry, 
where activity usually rises at this time of year, there was a decline, reflecting 
in part the fact that a number of plants in the industry are being converted to 
the manufacture of war products. 

In industries manufacturing nondurable goods, output as a whole showed 
little change from May to June. Textile production declined somewhat, reflect- 
ing a reduction in activity at cotton mills from earlier peak levels. Paperboard 
production decreased sharply further and there was also a decline in activity in 
the printing industry. On the other hand, output of manufactured food products 
increased and shoe production showed less than the customary seasonal decline. 

Mineral production continued large in June. Coal production was main- 
tained at peak levels; output of crude petroleum showed little change, follow- 
ing the sharp decline that occurred during March and April. Lake shipments of 
iron ore in June amounted to 12,600,000 gross tons and at the month end stocks 
at lower Lake ports totaled 31,000,000 tons as compared with 26,600,000 tons a 
year ago. 

Value of construction contracts awarded, as reported by the F. W. Dodge 

Corporation, continued to increase in June and was 57 per cent above the pre- 
vious record high month of August 1941. The sharp rise in June reflected a 
continued increase in awards for public projects, which accounted for about 93 
per cent of all contracts let during the month. 
Distribution. Distribution of commodities to consumers declined somewhat fur- 
ther in June. Smaller sales were reported by both department stores and mail- 
order houses, while sales at variety stores were maintained at about the May 
rate. In the first half of July, department store sales showed less than the cus- 
tomary sharp seasonal decline. 

Volume of railroad freight traffic was maintained in large volume during 
June and the first half of July. The number of cars loaded was below the level 
that prevailed a year ago, however, reflecting a sharp reduction in carloadings 
in less-than-carload lots as a result of orders by the Coordinator of Transporta- 
tion which raised the minimum permissible weights for such loadings and 
thereby effected a fuller utilization of existing equipment. 


Commodity prices. Prices of most commodities both at wholesale and retail 
continued to show little change from the middle of June to the middle of July. 
Prices of cotton, wool, and some other agricultural commodities, which had de- 
clined in the early part of June, advanced in this period. 

About twenty additional maximum price schedules were announced cover- 
ing a wide variety of products and in some cases requiring price reductions. 
On the other hand, Federal approval was given for higher prices on various 
processed fruits and vegetables, textile products, petroleum products sold on 
the East Coast, and services supplied to consumers. 

Retail prices of uncontrolled foods advanced sharply from May to June and 
the Bureau of Labor Statistics price index for all foods rose 1% points to 123 
per cent of the 1935-39 average—an increase of one-fourth since the beginning 
of the current advance in March, 1941. 


Bank credit. Member banks in leading cities increased their holdings of Gov- 
ernment securities sharply during the first half of July. Purchases included 
portions of increased Treasury bill issues and of the new 2 per cent 7- and 9-year 
bond. This followed a substantial growth in the second quarter of the year 
when member banks absorbed about 3.3 billion dollars, or more than half of the 
increase in Treasury open-market issues. All classes of banks showed large 
increases, the largest percentage increases being in Chicago and at reserve 
city banks. 

Excess reserves of member banks have been at a lower level in July than 
in June, because of increased need for reserves arising out of deposit growth, 
the continued currency drain, and a large temporary increase in Treasury 
deposits at Reserve Banks. Substantial System open-market operations par- 
tially offset the loss of reserves from these sources. The decrease in excess 
reserves was concentrated in New York and Chicago, reducing excess funds in 
those cities to low levels. Adjusted demand deposits continued to rise at report- 
ing banks in leading cities except in New York. 

Yields on United States Government securities and other money rates have 
shown little change in recent weeks. 


